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Abstract 
The stated-owned exploration companies (SOEC), of state-owned enterprises background, go for profits as well as 
national and social responsibility. The SOEC play significant roles in commercial mineral exploration by taking 
advantage of their brands, strong financial backing and operation capability to integrate the capital and technology. 
Since the disadvantage of backwardness, the SOEC have to deal with multiple problems, such as high costs of 
mineral rights acquisition, multi-cooperation project management, and the criterions for traditional techniques can 
not adapt the rapid commercial mineral exploration and evaluation. Under the new situation, the SOEC should be 
careful to make investment decisions, strengthen project management, introduce venture capital funds, and cooperate 
with the government and the state-owned exploration institution (SOEI). It’s suggested to carry out small-scale 
assembled explorations to reduce the exploration risks and costs, and to increase the exploration success rate. 
© 2011 Published by Elsevier Ltd. Selection and/or peer-review under responsibility of [name organizer] 
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1.  Introduction 
Mineral resources are the base of our national economic development, which provide more than 90% 
energy and 80% industrial raw materials. It is the sustainable supply of mineral resources and rapidly 
discovered massive resource bases that support Chinese sustained and rapid economic growth, which also 
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ensure national economic security and industrial competitiveness. The mineral industries are now 
booming, which is stimulated by China’s new round of rapid economic development and a surge in 
demand for raw materials. Consequently, the investment body of Chinese geological survey, mineral 
exploration and development is more diversified. The state, the exploration companies and overseas 
investors are becoming the main exploration markets. In recent years, to attract social capital invested in 
mineral exploration, the state promulgated a series of industrial policies [1-3], and now the survey work 
has entered into the commercial geological stage. In this case, some state-owned resource-based business 
transformed, taking advantages of their own brands, financial strength to found the state-owned 
exploration company (SOEC). Based on prospecting, these companies could take advantage of their 
brands, strong financial backing and operation capability to integrate the capital and technology, and they 
will play important roles in commercial mineral exploration. This paper focused on the SOEC’s 
strengths, main problems and future trend in the background of the prosperous mineral industry. 
2.  Definition of the SOEC 
The traditional state-owned exploration institutions (SOEI) are public institutions, which are social 
organizations that supported by national finance and based on public welfare cause, and just like 
geological team. With the economic development and reform, some public institutions are running as 
enterprise and are permitted to found exploration companies. These exploration companies adhered to 
exploration and development and hired technical staffs without public institutions of abolishment. 
Moreover, these SOEI controlling companies are affiliated to the public institutions. For instance, the 
leaders of the companies also take charge of the public institutions and their income consists of both 
financial support and company profit. These exploration companies we mentioned here are not belonging 
to the SOEC. SOEI-owned companies combined with China Geological Survey, Bureau of Geology and 
Mineral Resources, geological teams, are part of SOEI. 
The SOEC discussed in this paper are born with the background of state-owned enterprises 
characterized by capital supported by the nation, all of the assets belong to the state, profits turned over to 
the state, operating in conformity with the "Company Law" and being responsible for their own profit 
and loss. The SOEC in the pursuit of profits are totally market-oriented and have no subordinate relations 
with public institutions. Comparing to the private exploration companies (PEC), the SOEC have different 
capital invest bodies, which belong to the state-owned enterprises, and also have to take the responsibility 
for the whole nation and society. 
3. Background and Development of SOEC 
3.1Background
Turn of the century, as the Chinese mining market opening, the social capital swarmed into the 
mineral exploration. The private exploration companies began to cooperate with the SOEI. They 
integrated the capital and the mineral rights to form the initial commercial mineral exploration. Because 
of the vibrant capital market, excessive cash, the commercial mineral exploration became more 
prosperous, which promoted the early phase of prosperity of the mining industry. 
Interestingly, the SOEC showed up after the great depression which caused by the subprime crisis in 
the US. Large state-owned companies like China Railway Group, China Minmetals Corporation and 
China Aluminum Corporation had set up their own professional exploration companies in 2009 and 2010. 
The reason for the spring up of those companies is that, as the social capital investment bodies i.e. the 
private companies are aware of the risks of mineral exploration. Funds tied up with the invested mineral 
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rights coupling with uncertain mining market make these private investors are unable and unwilling to 
continue to invest.  
At the same time, the state-owned enterprises committed to mining development and commercial 
trade had also recognized that although mining development could form the solid cash flow, the initial 
investment could be large, the cost recovery would be a long time, resources could be unstable, and the 
meta prices might tremendous affected by global economic. Consequently, the SOEC came into being 
under the voice of stakeholders: the government expects SOEC to carry out systematic planning, highly 
assembled exploration and orderly development; the state-owned enterprises may have sustainable 
mineral resources base and for the for the SOEI, they can make full use of their advantages of data, 
information, mining rights and technology to contract tasks or jointly develop. All these established a 
multi-benefit situation and in turn served the mineral industry prosperous. 
3.2Current situation 
Current assembled exploration of the SOEC in those key metallogenic belts has achieved initial 
success. Such as:(1) China Metallurgical Corporation signed a joint development agreement with the 
East-China Metallurgical Bureau of Geology & Exploration and stated that they would carry out risk 
mineral exploration in the East Qinling Mo-Ag-Pb-Zn mineralized belt, the Middle to Lower Yangtze 
River Fe-Cu-Au-Ag o belt and the W-Mo-Au polymetallic ore belt in the south of Anhui Province. 
(2)The China Gold Group had proved up several large and super-large scale of mineral deposits in some 
key metallogenic belts. The increased resource reserve reached 92.4 tons of gold, 824,000 tons of copper 
and 291,000 tons of moly in 2009. (3)China Minmetals Corporation selected the Qilian Mountain, the 
Sanjiang metallogenic belt, the Nanling metallogenic belt and the Middle to Lower Yangtze River 
metallogenic belt as the key exploration targets.(4)China Aluminum Corporation also set up an 
exploration company to find mineral resources in both Qinghai and Tibet. 
In addition, new commercial exploration and operation models had been introduced by these SOEC. 
For example, China Minmetals Corporation proposed the high-profiled Nihe Model and the Songxian 
Model, which implements the efficient cooperation between the government, the SOEC and the SOEI. 
These new ideas of operation broke the traditional mineral exploration paradigm and are worthy of 
further studying, learning and promoting.  
4.  Advantages of the SOEC 
Compared with the state-owned exploration institutions (SOEI) and the private exploration 
companies (PEC), the SOEC are of great advantages in brand, capital and operation but a little weak in 
cost controlling and techniques. These are detailed listed in Table 1. 
4.1Brand advantage 
1) It is easy to cooperate with the government, quickly acquire prospecting rights. The government 
encourages those state-owned enterprises to invest the mineral exploration, carry out fully assembled 
exploration, form regional effects and correspondingly to authorize large number of prospecting rights. 
Such as, China Railway Group signed a strategic agreement with the Xinjiang autonomous region on the 
risk mineral exploration in Yili, Hami and Bazhou region as well as the cooperation between China 
Minmetals Corporation and the Guangdong Province on exploration in key belts.  
2) It is easy to cooperate with the SOEI to establish strategic partnership. The SOEC without 
professional exploration team usually just established core technology and management team and needed 
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to cooperate with SOEI who got large number of first-hand information in order to form their prospecting 
abilities.  
3) It is easy for the SOEC to get policy support from the government. For example, the Ministry of 
Land and Resources expressly pointed out that, for the fragile ecological environment, we should 
introduce powerful large-scale mining enterprises to carry out assembled exploration and significant scale 
of development on those large areas of prospecting targets [3]. 
4.2Strong capital backing 
For the well-known background of big state-owned enterprises, the SOEC are of good reputation and 
high credit in the industry and are born to be trusted by the national commercial banks. Moreover, they 
are largely and deeply supported by the national geological prospecting fund and offshore funds. Strong 
financial support created necessary conditions for the hypernormal rapid evaluation of prospecting 
targets, which also won valuable time for the development of the SOEC. 
Table 1 the comparison of advantages of different kinds of units 
Units
Advantages
Brand 
Industry 
Support 
State
Support 
Capital
Management 
& Operation 
Cost
Control 
Technique 
SOEC *** ** *** *** *** * ** 
SOEI ** *** ** * * ** *** 
PEC * * * ** ** *** * 
Note: the number of * represents the strength of advantages 
4.3Strong capability of management and operation 
The SOEC are origin from the state-owned enterprises, which have comprehensive, time-tested 
investment, operation and management system. These companies also consist of large number of multi-
disciplinary management and technical persons, including investment, financial, economic, legal, 
management and prospecting techniques. Those talented people could effectively work in all aspects and 
phases of the project including investment decisions, project operation and management, coordination of 
external relations, the project withdrawal income. This is conducive to minimize the project risk and 
maximize the exploration results and benefits. 
5.  Disadvantages of the SOEC 
5.1High overall cost for prospecting rights acquisition 
As the late emerging, the SOEC possess fewer resources and they have to cooperate and negotiate 
with the government, the SOEI who occupying large amounts of data and with the prospecting rights-
owned private companies. Although there are methods to get prospecting rights, the afterwards 
disadvantages are obvious. It may cost much no matter from grass root exploration or directly purchase 
prospecting rights of certain resource reserve and potentials of exploration. 
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5.2High cost of project management 
There is nearly no room of profits for the exploration projects itself, because the drilling, survey and 
laboratory analysis are completed by the associated SOEI. More crucially, there would be large amounts 
of works to do while organize a large number of field operation teams in a short time. The SOEC should 
unify the technical standards according to the state-owned exploration company’s ISO9001 quality 
management system. Besides the problem of the safety, environmental issues and local coordination 
between all state-owned explorations demand highly for the project management. 
5.3Technical specification issues 
It is the basic requirement for exploration companies to obey the common laws and regulations in the 
state’s mineral prospecting and development. The traditional geological exploration requires geologists to 
work gradually from pre-survey to prospecting, pre-feasibility study and to feasibility study. But for most 
commercial mineral exploration, those works could carry out at the same time. 
These unconventional exploration plans taking only one step from prospecting to feasibility study 
even to the mining design are not easy to be accepted by old geologists. Rapid development of 
commercial minerals exploration requires the current technical standards, implementation specifications 
and standards to be adjusted. 
6.  Suggestions  
Mineral exploration is a high risk investment industry. As experience shows, there are only 1-2% 
exploration project could eventually become the mine project [4]. Therefore, the SOEC should be careful 
to make investment decisions, strengthen project management, introduce venture capital funds, and 
cooperate with the government and the SOEI. It’s suggested to carry out small-scale assembled 
explorations to reduce the exploration risks and costs, and to increase the exploration success rate. 
6.1Enhance the risk identifying and controlling system 
“Grasp the beginning and ending and manage the processes”. On one hand, the technical risks of 
project implementation, policy risks, environmental risks should be fully understand and it is suggested to 
investigate the commercial, environmental risks, and the technical before the start of a project. On the 
other hand, possible quit mechanisms should be realized before making the decision. Moreover, it is 
important to control the routing project time, cost and performance and to monitor the quality, safety and 
environment of the exploration project in order to ensure the implementation of the project. 
6.2Take full use of social capital  
SOEC should firstly search for strategic partners and establish joint venture to share risk and profit. 
Secondly, get more fund from the government. And finally introduce social capital as venture capital 
funds to transfer the investment risk. 
6.3 Carry out assembly exploration  
Firstly, the SOEC should choose a series of SOEI of good reputation for the strategic cooperative 
partners, and then deepen highly assembly exploration together. For the key metallogenic belts, it is 
necessary to carry out middle-small scale study on mineralization conditions, metallogenic laws and 
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targets optimization to point out the prospecting direction, deposit type and association of exploration 
methods. Based on this, the SOEC can make a rapid assessment and delineate the targets for prospecting 
rights registration which will minimize exploration risk and make great success. 
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